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INFRASTRUCTURE

Potholes, Power Bills, and Job Pools
Investing in M ontana’
s Economic Infrastructure
by Stephen E Seninger

E

conom ic development conversations often center on
recruiting and assisting natural resource-based firms.
While this strategy has proven to be effective from time
time, there may be some factors already present in
Montana’
s economy that will encourage growth.
Infrastructure— transportation, energy resources, and
human capital— represents a critical element o f Montana’
s
economy. Investing in these basic building blocks o f the
economy should substantially increase the state’
s future
prospects. Following are three components o f Montana’
s
econom ic infrastructure:

• Public capital includes the transportation network,
water/sewer, and government buildings. The government
sector is responsible for providing and maintaining these
to
services.
• Energy includes electrical power generation, oil/gas,
and renewable energy. Electric power is provided by public
utilities, while oil, gas, and coal com e from major oil and
coal-mining producers.
• H um an capital involves the level o f skills and
education o f people. Schools, government training
programs, and private business investment in training and
continuing education are critical to this area.

Figure 1
Infrastructure and Economic Growth
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Public capital, energy, and human
capital are all vital to a healthy
business community. For example,
products can’
t get to market without
a reliable transportation system,
factories can’
t continue operating
without reasonably priced electricity,
and businesses can’
t profit without
skilled workers.

Public Capital

Investment in the transportation
network, digital infrastructure, and
water/sewer systems are an economic
development tool that helps existing
firms expand and attracts businesses
from outside the region.
What does Montana’
s public
capital capacity look like? The state’
s
transportation network increased in
volume during the 1990s. The
number o f vehicle miles traveled
increased by 3 million miles on an
annual basis between 1993 and 1999
(Figure 2). Public transportation use
is higher for major urban transit
systems, as well as in smaller urban
and rural areas (Figure 3).
Montana ranks high— 16thout of
all states— for publicly owned
wastewater treatment capacity for

Figure 2
Total Vehicle Traffic on Montana Highways,
1993-1999

projected population growth over the
next 20 years. Capacity in Montana’
s
digital infrastructure is ranked low—
47thover all states.

Energy

Energy, which is provided by public
utilities and oil and gas companies, is
a major economic input to businesses.
In recent years, there has been a major
focus on electricity supply and prices
in the state. Montana’
s 6,000megawatt generation capacity
produced over 31 million megawatt
hours o f electricity in 2000, with
about half coming from coal and a
little less than half from hydroelectric.
What does Montana’
s capacity for
electricity look like? Montana ranks
high, with 33 megawatts generated
per capita compared to 13 megawatts
per capita for South Dakota, and
11 megawatts per capita for Idaho.
Montana also ranks high in percent
o f energy consumed from alternative
resources such as wind or solar
(7 percent).
Recent spikes in electricity prices
are not so much due to deficiencies
in generation capacity as they are to

Figure 3
Use of Public Transportation,
Montana, 1993-1999

M ontana Business Quarterly/Spring 2002

3

INFRASTRUCTURE

Figure 4
State Rankings off Electricity Generation
[Megawatts] Per Capita, 1999

Montana’
s stock o f human capital is ranked high by some
measures o f educational achievement. Ninety percent o f the
state’
s population has completed high school, ranking
Montana 8th in the nation on this indicator. Montana also
ranks in the top 15 states in basic proficiency in reading and
math.
There is evidence from some employers that skilled labor
shortages are affecting their ability to keep up with current
demand and to expand into new markets. Som e o f the
largest manufacturers in the state have expressed problems
with finding skilled workers. Commercial and highway
construction demand for workers has contributed to skill
shortages in the building trades, a situation exacerbated by
the aging o f Montana’
s older cohort o f craft workers who are
now retiring. □

References

Source: U.S. Department of Energy.

strong market demand from other regions interacting with a
limited supply brought on by drought and other conditions.
Price spikes are the result o f regional supply and demand
shifts within the Northwest power grid, o f which Montana is
part.

- David Aschauer, 1990. Public Investment and Private Sector
Growth, Economic Policy Institute, Washington, D.C.
- Andrew F. Haughwout “
Infrastructure and Social Welfare
in Metropolitian America,”Federal Reserve Bank of New York
Economic Policy Review, 2002.
- www.asce.org/reportcard
- www.eia.doe.gov/cneaf/electricity/st_profiles/montana.pdf

Human Capital

Human capital is the level o f schooling, training, work
experience, and skills o f the state’
s population and workforce.
Most studies show significant returns to individuals and to
society from increased investments in education. Estimates
show that increasing educational spending shares by 3 percent
boosts productivity growth by 1 percent.
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It's Official:
The United States is in a Recession
The National Outlook
by Paul E. Polzin

I

Figure 1
t has been more than six months since the terrorist
Projected GDP Growth in the United States,
attacks o f Sept. 11, but they remain on all our minds.
s Terrorist Attacks
Now, we measure events as being pre- or post-9/11; we alwaysBefore and After Septem ber’
will. It is important to recognize Sept. 11 not only as a social
and political event, but also as an economic event. It is not
hard to figure out why 9/11 was an economic event. It was a
major national disaster.
The direct property loss was about $20 billion. There will
be at least another $70 billion in lost GDP That makes it a
$90 billion event. By comparison, Montana’
s GSP is about
$21 billion. The World Trade Center attack dwarfs other
recent national disasters. The Los Angeles earthquake o f 1994
was $25 billion. Hurricane Andrew o f 1992 was also $25
billion. The Midwest floods of 1993 were a $12 billion
calamity. In other words, the Sept. 11 attacks were a disaster
of immense— possibly unprecedented— proportions.
How did the attacks affect the U.S. economy? Right after
Sept. 11, the talking heads on television interview shows
predicted a reduction in consumer and business confidence. It
sounded like abstract economic jargon. But we quickly found
Source: DRI-WEFA.
out what reduced consumer and business confidence means.
This county almost shut down for a couple o f weeks.
Businesses cancelled
meetings and business
people stopped
when we try to pinpoint the impacts here in Montana. First of
traveling. People
all, nearly everything related to travel and transportation
watched CNN rather
suffered. The financial services and insurance companies were
than going to the mall.
directly affected. Manufacturing was also hit hard. We saw
Businesses postponed
long lines o f trucks waiting to get across the Canadian and
all kinds o f decisions.
Nobody orders millions Mexican borders. What used to be a one-hour slowdown
became a three-day delay. And three days makes a big
o f dollars o f goods
difference when you have “
just-in-time”inventory systems.
when the president is
Last fall’
s economic events can be illustrated by the
talking about war.
changing forecasts shown in Figure 1. Before Sept. 11, the U.S.
People don’
t take out
economy was slowing and was projected to reach a trough in
big loans when troops
the second quarter of 2001, then to start a recovery. It wasn’
t
are being mobilized.
going to be a full-fledged recession because GDP would never
Another way of
turn negative. You can see what happened after Sept. 11. The
looking at the impacts
first forecast that came out in October showed a full-fledged
o f 9/11 is to identify
recession. It predicted that most of the impacts o f the terrorist
the industries that
attacks would be concentrated in the third and fourth
were affected. This will
quarters of 2001.
be particularly helpful
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The latest forecast has a negative figure for the first
quarter o f 2002 (Figure 1). This is not because o f more World
Trade Center impacts. The GDP decline in the first quarter
o f 2002 is due to deteriorating econom ic conditions
worldwide. The recession is spreading to Europe and
elsewhere, and these worldwide conditions will have a direct
impact on U.S. exports.
The most current estimate for GDP growth in the fourth
quarter o f 2001 (released in January 2002) showed zero
growth, rather than a 2 percent decline. If these estimates
hold, they suggest an even milder recession.

The Recession

The current forecasts are for a downturn o f average
duration, but mild severity. The recession is currently dated
as beginning in April 2001, and the trough probably occurred
in January 2002 (written in March 2002). That yields a
duration o f 10 months— right in the middle o f the pack as
recessions go. In terms o f severity, the December forecast
showed a peak-to-trough decline in GDP o f only 0.6 percent.
And this may be even less if the new fourth quarter estimates
hold. This is very mild, matching the low figure for the 196970 recession. Unemployment should peak at 6.3 percent, also
milder than any other recession except 1969-70.
Why is this going to be a mild recession? The basic reason
is that important counter-cyclic forces were already in place
prior to Sept. 11. In many ways, this is a very traditional
business cycle. Counter-cyclic policies are coming at just the
right time. The Federal Reserve started lowering interest
rates more than a year ago. Secondly, we had expansive fiscal
policy— the Bush tax cuts o f last summer. The president
didn’
t propose them as a counter-cyclic policy, but they sure

arrived at the just right time. Finally, businesses were
starting to rebuild their inventories.
Now the skeptics are claiming that these policies aren’
t
going to work. If we look at history, though, it is easy to see
that monetary and fiscal policies do work. They work very
well. The problem is timing, and long lags. Fiscal policy is
particularly difficult to implement quickly. Look at last
December. Everyone agreed that additional tax cuts or
spending increases were needed. The real problem was that
the branches o f the federal government couldn’
t agree on
what to do.
W hen we realistically look at monetary policy, the
prospects for positive results are quite good. There are some
things that lower interest rates simply cannot do, and that
we shouldn’
t expect them to do. But there are other things
that low interest rates can do. Consumer confidence has
dropped, but not as much as in past recessions. And the
housing market has been relatively unaffected by this cycle,
which is particularly important here in Montana. Both of
these successes can be directly attributed to easy monetary
policy and low interest rates.
In summary, the current forecast is for a relatively mild
U.S. recession. But the recovery is also projected to be
relatively anemic. The United States is expected to have 4
percent GDP growth by 2003 (Table 1). Four percent isn’
t
bad, but annual rates are often 5 or 6 percent in the year
right after a recession. □

Paul E. Polzin is director o f The University o f MontanaMissoula Bureau o f Business and Economic Research.

Table 1
Economic Trends for the U.S. Economy, 1 998-2006
Actual and Projected as of December 2001
-A ctual
1998

1999

2000

2001

2002

Real GDP (chained $), percent change
Inflation (CP1-U),percent change

||
1.5

4.1
2.2

4.1
3.4

1.0
3.0

0.5
1.8

Interest Rates
90-day T-bills, percent
Mortgage rates (30 years), percent

4.8
6.9

4.6
7.4

5.8
8.1

3.4
7.0

1.62
4.5

1.65
4.2

1.57
4.0

1.60
4.8

Housing starts, millions
Unemployment rate, percent
Source: DRI-WEFA.
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2003

2004

2005

2006

4.1
2.4

3.6
2.7

3.0
2.7

2.9
2.8

23
6.9

4.2
7.5

4.7
7.7

4.7
7.5

4.7
7.4

1.58
6.2

1.56
5.7

1.60
5.1

1.62
5.0

1.61
5.0
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Dodging the Recession Bullet
The Montana Outlook
by Paul E. Polzin

M

ontana will probably not completely escape the
Table 1
effects of the terrorist attacks, but the latest data
Average Annual Change
suggest that the impacts may be concentrated in a few regions.
Total and Basic Nonffarm Labor Income
In order to understand the impact o f the recession and the
Selected Periods, Montana
events o f Sept. 11 on Montana’
s economy, it’
s necessary to
1970s
1980s
1990s
talk about the basic industries— the driving force in our state
and local economies. A basic industry is one that sells its
Total Nonfarm Labor Income
3.9%
-0.3%
2.7%
product outside the region, or is otherwise responsible for
injecting new funds into the local economy. The best
Nonfarm Basic Labor Income
3.2%
-1.4%
0.8%
examples are Montana’
s Big Four: agriculture, mining, wood
Source: U.S. Bureau of Economic Analysis.
products, and nonresident travel. But basic industries also
include railroads and the federal government; they don’
t
export products, but they are responsible for injecting new
funds into the state’
s economy. The derivative industries are
overall economic growth. Something else influences what is
those that serve the local population.
happening in Montana. And it is not a random difference.
Trends in the basic industries account for almost all o f the
As shown in Table 1, basic industry growth is always less than
trends in Montana’
s economy (Figures 1 and 2). It easy to see
total growth. So something else must be causing economic
why the 1980s were so bad; the basic industries were on the
growth.
rocks. Similarly, the relatively rapid economic growth of the
There is not a reliable way to identify all the components
1990s can also be attributed to faster growth in the basic
o f growth— how much is due to infrastructure, how much to
industries.
education, how much to the changing structure o f the
The basic industries also help to illustrate how investment
economy. But it is clear that these factors have consistendy
and infrastructure impact economic growth. There is not a
contributed to economic growth.
100 percent correlation between the basic industries and

Figure 1
Nonffarm Labor Income and Nonffarm Basic
Labor Income, Montana, Percentage Change,
3 Year Moving Average fin constant dollars]

Figure 2
Labor Income in Basic
Industries, Montana, 1999
Ipercent off total]

Source: Bureau o f Economic Analysis, U.S. Department
o f Commerce.

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.
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To understand what is going on in Montana during the
current business cycle, we will look at the basic industries,
using Sept. 11 as the dividing line. First we’
ll look at what
happened before 9/11, and then what happened after the
attacks.

Before Sept. 11

Figure 3 shows monthly employment data for the United
States and Montana. N otice that nationwide employment
started to decelerate in early 2000 and then slowed further
in 2001. The nationwide decline was concentrated in hightech manufacturing and automobile manufacturing;
Montana doesn’
t have much o f either. So before Sept. 11,
Montana was not feeling the impacts o f the cycle because
the state doesn’
t have many o f these types o f firms. Montana
does have some high-tech manufacturing, and these
businesses were feeling the downturn. But high tech is not as
important in Montana as nationwide.
Now consider Montana’
s economy. We did have an
employment slowdown last spring as shown by the
deceleration in employment growth during February and
March o f 2001. But it was not caused by the national
recession. Instead, the employment slowdown in Montana
was due to plant closures and layoffs that occurred during
the spike in electricity prices. Before Sept. 11, Montana was
dodging the recession bullet. The state did experience a
slowdown last spring, but it was caused by high electricity
prices not the national cycle.

After Sept. 11

What about after Sept. 11? Montana has one idustry that
is very vulnerable to terrorist attack impacts and a couple o f
others that are very much at risk.

Nonresident travel is the industry most obviously
affected. Since the attacks occurred after Montana’
s
summertime peak in tourist travel, the impact may be on
business travel. The other industry at risk is wood products.
However, it has been over six months since Sept. 11, and the
housing market hasn’
t softened yet. So maybe the wood
products industry will not be hit too hard. There were also
some agricultural price gyrations right after the attack.
So, the real question is not whether there will be an
impact, but how large will it be? In order to answer this
question, we need post-9/11 data.
After the terrorist attacks, the U.S. economy continued
to decelerate, with negative figures beginning in October
(Figure 3). N ot only was the economy feeling the impacts o f
9/11, but the slowdown in high technology and other
manufacturing was continuing.
In Montana, employment growth did not decelerate after
Sept. 11. As shown in Figure 3, the employment data for
October 2001 to January 2002 shows some minor squiggles,
but not the employment declines seen in the U.S. data.
There were sharp employment decelerations in Missoula and
Billings (see 10 and page 15) during September 2001,
suggesting impacts on business travel.
The second piece o f data is the Montana Index o f
Consumer Sentiment (Figure 4). Notice that the U.S. index
declined in the spring o f 2001, just as the recession was
taking hold, but the Montana index did not decline.
Montana was not experiencing the same cyclic impacts.
Now look at the figures after Sept. 11. Again notice the
decline in the U.S. figure, but the Montana index did not
decline.
What is the conclusion? Montana is feeling the impact o f
Sept. 11, but the combined impacts o f the recession and the
9/11 attacks are still less than the national average.

Figure 3
Annual Percent Change in Nonfarm
Employment Growth, U.S. and Montana,
January 1999 to January 2992

N o te :

A = R e c e s s io n o fficially began.
B = S e p te m b e r terrorist attack.

Source: Bureau o f Business and Econom ic Research, T h e University o f Monrana-Missoula;
T h e University o f Michigan.
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Figure 5
Actual and Projected Percent Change in
Nonffarm Labor Income, Montana,
1996-2006

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Economic Research, Th e University o f Montana-Missoula.

Forecast

How does this translate into the forecast? Figure 5 shows
the deceleration in 2001, and the forecast is for further
deceleration in 2002, down to about 1.2 percent. But the
forecast for 2002 has more uncertainly and a bigger margin of
error than in most past years.

Montana’
s growth rate is projected to slow slightly in
2002. The actual outcome, and whether 2002 will be better
or worse than 2001, depends on how some o f the state’
s
major industrial facilities (and largest employers) react to a
variety o f threats. It is not just the national and worldwide
recession, but these firms also face issues with respect to
electricity prices, management, and regulation. A partial list
o f companies that could potentially be affected:
• Columbia Falls Aluminum Company
• Jore Manufacturing
• Stillwater Mining
• Montana Power Company
• A SA R CO

Risks

The major risk to Montana’
s outlook is the possibility
that the “
mild”recession afflicting the U.S. economy turns
out to be longer or deeper than now anticipated, or that the
recession spreads to industries (such as wood products) that
are important for the state’
s economy. Other risks include:
• the uncertain outlook mentioned above for a number
o f major employers,
• the potential long-term negative impacts of the event
o f Sept. 11 on the nonresident travel industry,
• labor shortages in key areas, and
• continued volatility in farm income.

Table 1
Population, Montana and BEA Regions, 1990-2010
Average Annual
Thousands of Persons
Percent Change
— Actual — — Projected— — Actual —| p —Projected—
1990
Montana________________________ 800
West
335
Missoula
79
Rathead
60
Lewis and Clark
48
Silver Bow
34
Ravalli
25

As always, we provide

7 r

\

1,1

the long-term population
forecasts for Montana
and select counties.
The U.S. Census
Bureau just announced

Im ctW m ____________89

that Montana’
s 2001
population was 904,000,
up from 902,000 reported
•

l

^

in the 2000 Census.

North Central
Cascade
Hill
Fergus
Rest of North Central
Southeast
Yellowstone
Gallatin
Rest of Southeast

2000

2010

1990-2000

2000-2010

902________ 988___________ U % __________ 0-9%
400
451
1.8%
1.2%
96
108
1.8%
1.3%
75
89
2.3%
1.7%
56
63
1.5%
1.2%
35
32
0.3%
-0.9%
36
43
3.7%
1.7%

102

116

M%

U%___

181
78
18
12
73

183
80
17
12
74

187
81
16
12
78

0.1%
0.3%
-0.6%
0.0%
0.1%

0.02%
0.1%
-0.6%
0.0%
0.5%

284
114
51
119

319
129
68
122

350
143
76
131

1.2%
1.2%
2.9%
0.2%

0.9%
1.1%
1.1%
0.7%

Source: Bureau o f the Census, U.S. Department o f Commerce; Bureau o f Business and Economic Research, T h e University o f Montana-Missoula.
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Outlook for Missoula County
Missoula continues as the major trade and
service center in Western Montana, and the
second largest trade center in Montana (after
Billings). The rapid growth from 1998 to 2000
was fueled by several major construction projects
plus continued growth in business and professional
services (such as advertising, engineering, and
similar services). The growth in health services
remains strong. The Missoula economy slowed in
early 2001 because o f the paper mill layoffs and
then again in October, perhaps reflecting the
drop-off in business travel after Sept. 11. The 4.1
percent projected growth in 2002 assumes that
these negative factors recede into the background.

Figure 1
Actual and Projected Percent
Change in lUonfarm Labor Income,
Missoula County, 1996-2006

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Econom ic Research, T h e University o f
Montana-Missoula.

Table 1
KIDS COUNT Indicators, Missoula County Area
% o f Total
Population Receiving
Food Stamps

County

M ON TA N A
Missoula
Ravalli
Lake
Sanders
Mineral

Children 18 and
Under as %
o f Population

% o f Children
18 and Under
in Poverty

7%

26%

21%

6%
5%
9%
6%
11%

23%
26%
28%
24%
24%

20%
22%
27%
25%
30%

Source: KIDS COUNT, Bureau o f Business and Econom ic Research, T h e University o f
Montana-Missoula.

Figure 2
Annual Percent Change in Nonfarm
Wage and Salary Employment,
January 1999 - January 2002

* Excludes state government.
Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Missoula County, Percentage Change,
3 Year Moving Average tin constant dollars]

Figure 4
Labor Income in Basic Industries,
Missoula County, 1999
(percent of total]

Source: Bureau o f Econom ic Analysis, U.S. Department o f
Commerce.
Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce.
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Outlook for Flathead County
Overall, Flathead County has been one o f the
fastest growing counties in the state. There has
been significant volatility as the growth rates have
vacillated from one year to the next. The large
increase in 1998, and the subsequent decline in
1999, were caused by the large back wages payment
to Columbia Falls Aluminum Company workers.
The forecasts call for moderate growth in the
future, but they incorporate some resumption of
aluminum production and stability in “
high-tech”
manufacturing. Significant changes in either of
these important industries could dramatically
alter the forecasts.

Figure 1
Actual and Projected Percent
Change in Nonfarm Labor Income,
Flathead County, 1996-2006

Table 1
KIDS COUNT Indicators, Flathead County Area
% o f Total
Population Receiving
Food Stamps

County

M ON TAN A
Flathead
Lincoln
Glacier

Children 18 and
Under as %
o f Population

% o f Children
18 and Under
in Poverty

7%

26%

21%

6%
10%
25%

26%
25%
35%

20%
26%
39%

Source: KIDS COUNT, Bureau o f Business and Economic Research, Th e University o f
Montana'MissouIa.

Figure 2
Monthly Unemployment Rate,
January 1998 - November 2001

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Economic Research, T h e University o f
Montana-Missoula.

Figure 3
Nonffarm Labor Income and Nonffarm Basic Labor
Income, Flathead County, Percentage Change,
3 Year Moving Average fin constant dollars]

Figure 4
Labor Income in Basic Industries,
Flathead County, 1999
[percent off total]

Source: Bureau o f Economic Analysis, U.S. Department
o f Commerce.

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.
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Outlook for Silver Bow County
The Butte area economy faces several major
uncertainties. The first is whether or not the
Montana Resources mine will re-open. The second
is the possibility that the sale and reorganization o f
Montana Power Company may result in further job
losses. Finally, the current industry slump may impact
a local “
high-tech”manufacturing firm. The forecast
assumes that the mine remains closed and that there
are no major changes in the other sectors.

Table 1
KIDS COUNT Indicators, Silver Bow County Area
County

% o f Total
Population Receiving
Food Stamps

Children 18 and
Under as %
o f Population

% o f Children
18 and Under
in Poverty

M ONTANA

7%

26%

21%

Silver Bow
Deer Lodge
Beaverhead
Granite

9%
9%
5%
6%

24%
23%
24%
24%

23%
26%
23%
28%

Source: KIDS COUNT, Bureau o f Business and Econom ic Research, T h e University of
Montana-Missoula.

Figure 1
Actual and Projected Percent
Change in Nonfarm Labor Income,
Silver Bow County, 1996-2006

Figure 2
Monthly Unemployment Rate,
January 1998 - November 2001

Source: Bureau o f Econom ic Analysis, U.S. Department o f Com m erce;
Bureau o f Business and Econom ic Research, T h e University o f
Montana'Missoula.

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Silver Bow County, Percentage Change,
3 Year Moving Average Kin constant dollars!

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.
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Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 4
Labor Income in Basic Industries,
Silver Bow County, 1999
[percent of total!

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce.

OUTLOOK

Outlook for Cascade County
w,

Ar

n

.

Malmstrom Air Force base and trade and service
center activities account for more than one-half o f
the economic base in Great Falls. The cause o f the
slow growth is easy to find; it was caused by the lack
o f overall growth in the basic industries. Frustratingly,
increases in one basic industry are often accompanied
by decreases elsewhere. For example, the opening o f the
pasta plant in the late 1990s occurred at the same time
as consolidations in the health care industry. The
forecasts for 2001 and 2002 include the short-term
impacts o f the power plant construction.

*»we1

KIDS COUNT Indicators, Cascade County Area

County

% o f Total
Population Receiving
Food Stamps

Children 18 and
Under as %
o f Population

% o f Children
18 and Under
in Poverty

M ON TAN A

7

26

21

Cascade
Chouteau
Teton
Fergus

7
2
3
4
jj

26
29
27
24
28

26
18
21
20
28

Source: KIDS COUNT, Bureau o f Business and Economic Research, Th e University o f
Montana-Missoula.

Figure 1
Actual and Projected Percent
Change in Nonfarm Labor Income,
Cascade County, 1996-2006

Figure 2
Monthly Unemployment Rate,
January 1998 - November 2001

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Economic Research, Th e University o f
Montana-Missoula.

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Cascade County, Percentage Change,
3 Year Moving Average fin constant dollars]

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.

Figure 4
Labor Income in Basic Industries,
Cascade County, 1999
[percent of total]

Source: Bureau o f Economic Analysis, U.S. Department of
Commerce.

Montana Business Quarterly/Spring 2002

13

OU TLOOK

Outlook for Lewis
and Clark County
Helena continues to be a government town.
State and federal governments together represent
about 62 percent o f the econom ic base in Lewis
and Clark County. The decline in nonfarm labor
income during 2001 was due to the shutdown of
the primary metals refinery in East Helena. The
forecasts assume this facility remains closed. If it
re-opens, growth rate predictions will be revised
upward. Construction activity (including federal
civilian and military projects) increased signifi
cantly during the late 1990s. It is projected to
maintain this level during the next few years.

Figure 1
Actual and Projected Percent Change
in lUonfarm Labor Income, Lewis and
Clark County, 1996-2006

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Econom ic Research, T h e University o f
Montana-Missoula.

Table 1
KIDS COUNT Indicators, Lewis and Clark County
o/_

or lotai
Population Receiving
Food Stamps
70

County

r^ U :i j ____ i q — j
v^nuaren
10 ana
Under as %
o f Population

o'

70 or v^nnaren
18 and Under
in Poverty

M ON TA N A

7%

26%

21%

Lewis and Clark
Jefferson
Broadwater
Meagher
Powell

6%
4%
6%
5%
5%

26%
28%
25%
25%
21%

17%
14%
22%
27%
22%

Source: KIDS COU N T, Bureau o f Business and Econom ic Research, T h e University o f
Montana-Missoula.

Figure 2
Monthly Unemployment Rate,
January 1998 - November 2001

Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Lewis and Clark County, Percentage
Change, 3 Year Moving Average
[in constant dollars!

Figure 4
Labor Income in Basic Industries,
Lewis and Clark County, 1999
[percent of total!

Source: Bureau o f Econom ic Analysis, U S. Department o f Commerce.

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce.
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OUTLOOK

Outlook for
Yellowstone County

Billings continues as Montana’
s major trade and
service center. The fastest growing components are
services, such as health care, business services, and
professional services. Billings’moderate overall
growth in the late 1990s can be attributed to
slower growth in the rural portions o f the trade
area, less construction, and increased competition
from second order trade centers such as Bozeman
and Miles City. Employment growth in Yellowstone
County decelerated sharply in O ctober 2001,
possibly reflecting decreased business travel
after Sept. 11. Moderate growth o f 2.0 percent
is expected in 2002.

Figure 1
Actual and Projected Percent
Change in Nonfarm Labor Income,
Yellowstone County, 1996-2006

Table 1
KIBS COUNT Indicators, Yellowstone County Area
County

Children 18 and
% o f Total
Population Receiving Under as %
o f Population
Food Stamps

% o f Children
18 and Under
in Poverty

M ON TAN A

7%

26%

21%

Yellowstone
Park
Madison
Sweet Grass

6%
4%
2%
3%

25%
23%
23%
26%

18%
19%
17%
18%

Source: KIDS COUNT, Bureau o f Business and Econom ic Research, T h e University o f
Montana-Missoula.

Figure 2
Annual Percent Change in Nonfarm
Wage and Salary Employment,
January 1999 - January 2002

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Econom ic Research, T h e University of
Montana-Missoula.
Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Yellowstone County, Percentage
Change, 3 Year Moving Average
lin constant dollars]

Figure 4
Labor Income in Basic Industries,
Yellowstone County, 1999
{percent of total]

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce.

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.
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Outlook for Gallatin County
t,

,
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The sharp deceleration during Z001 can be mostly

attributed to manufacturing. The Bozeman area is one o f
the few “
high-tech”centers in the state, and manufacturing has recently replaced Montana State University

table 1

KIDS COUNT Indicators, Gallatin County Area
% o f Total
Population Receiving
Food Stamps

County

Children 18 and
Under as %
o f Population

% o f Children
18 and Under
in Poverty

as the largest basic industry in Gallatin County. Many o f
the local “
high-tech”firms have been experiencing sales

M ON TA N A

7%

26%

21%

declines, layoffs, and shutdowns just like their national
counterparts. A faster-than-expected national recovery
in these industries would lead to higher growth in
Gallatin County. Bozeman continues to grow as a
regional trade and service center.

Gallatin

2%
4%
2%
3%

22%
23%
23%
26%

14%
19%
17%
18%

Madison
Sweet Grass

Source: KIDS COUNT, Bureau o f Business and Econom ic Research, T h e University o f
Montana-Missoula.

Figure 1
Actual and Projected Percent
Change in Nonffarm Labor Income,
Gallatin County, 1996-2006

Figure 2
Monthly Unemployment Rate,
January 1998 - November 2001

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Econom ic Research, Th e University o f
Montana-Missoula.

Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 3
Nonffarm Labor Income and Nonffarm Basic Labor
Income, Gallatin County, Percentage Change,
3 Year Moving Average [in constant dollars]

Figure 4
Labor Income in Basic Industries,
Gallatin County, 1999
[percent off total]

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce.

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce.
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Outlook for Ravalli County
VT ,

n
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Northern Ravalli County is part or the Missoula
area economy, and commuters (those living in Ravalli
County, but working in Missoula) are the largest
component o f the econom ic base. The rapid growth
in 2000 was partially due that summer’
s fires. A
preliminary analysis o f the data shows the wages and
salaries o f federal firefighters accounted for most o f the
impacts. The 2000 fires appeared to have only a
modest net positive affect on the rest o f the economy.
The projected overall slower growth in the next
decade reflects the corresponding projected
deceleration in the Missoula economy.

Table i

KIDS COUNT Indicators, Ravalli County Area
% o f Total
Population Receiving
Food Stamps

County

Children 18 and
Under as %
o f Population

% o f Children
18 and Under
in Poverty

M ON TA N A

7%

26%

21%

Ravalli
Missoula
Lake
Sanders
Mineral

5%
6%
9%
6%
11%

26%
23%
28%
24%
24%

22%
20%
27%
25%
30%

Source: KIDS COUNT, Bureau o f Business and Econom ic Research, Th e University o f
Montana'MissouIa.

Figure 1
Actual and Projected Percent
Change in Nonfarm Labor Income,
Ravalli County, 1996-2006

Figure 2
Monthly Unemployment Rate
January 1998 - November 2001

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Econom ic Research, T h e University o f
Montana-Missoula.

Figure 3
Nonfarm Labor Income and Nonfarm Rasic Labor
Income, Ravalli County, Percentage Change,
3 Year Moving Average [in constant dollars]

Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 4
Labor Income in Basic Industries,
Ravalli County, 1999
[percent of total]

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce.
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Outlook for Fergus County
Agriculture and related activities are the largest
component o f the econom ic base in Fergus County.
This category also includes farm implement dealers,
which are technically classified in wholesale trade.
The significant ups and downs in nonfarm labor
income and its low correlation with nonfarm basic
labor income can be attributed to the volatility o f
agriculture.

Table 1
KIDS COUNT Indicators, Fergus County Area

County

% o f Total
Population Receiving
Food Stamps

Children 18 and
Under as %
o f Population

% o f Children
18 and Under
in Poverty

M ONTANA

7%

26%

21%

Fergus
Judith Basin
Petroleum

4%
3%
2%

24%
27%
26%

20%
21%
26%

Source: KIDS COUNT, Bureau o f Business and Econom ic Research, Th e University o f
Montana'Missoula.

Figure 1
Actual and Projected Percent Change in
Nonfarm Labor Income, Fergus County,
1996-2005

Source: Bureau o f Econom ic Analysis, U.S. Department o f Com m erce; BBER, T h e University o f
Montana-Missoula; and Research and Analysis Bureau, Montana Department o f Labor and
Industry.

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Fergus County, Percentage Change,
3-Year Moving Average tin constant dollars!

Figure 2
Monthly Unemployment Rate and
Change in Monthly Employment,
January 1998 - November 2991

Source: Montana Department o f Labor and Industry.

Figure 4
Labor Income in Basic Industries,
Fergus County, 1999 [percent of total]

Source: Bureau o f Econom ic Analysis, U-S. Department o f Commerce.
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OUTLOOK

Outlook for Hill County
Agriculture and railroads dominate the economic base
in Hill County. The growth peaks in 1996 and 1998 were
mostly due to events in the oil and gas industry, which is
classified in mining. Trade center activities account for
about 4 percent o f the econom ic base: most o f these are
associated with health care and reflect Havre’
s role as a
regional medical center. □

Paul E. Polzin is director of The University of
Montand'Missoula Bureau of Business and Economic
Research.

Table 1
KIDS COUNT Indicators, Hill County Area

County

% o f Total
Population Receiving
Food Stamps

M ON TA N A
Hill
Blaine
Liberty
Choteau

Children 18 and
Under as %
o f Population

% o f Children
18 and Under
in Poverty

7%

26%

21%

11%
15%
2%
2%

28%
33%
26%
29%

28%
34%
15%
18%

Source: KIDS COUNT, Bureau o f Business and Econom ic Research, T h e University o f
Montana-Missoula.

Figure 1
Actual and Projected Percent Change in
Nonfarm Labor Income, Hill County,
1996-2005

Figure 2
Monthly Unemployment Rate and
Change in Monthly Employment,
January 1998 - November 2001

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce; BBER, Th e University o f
Montana-Missoula; and Research and Analysis Bureau, Montana Department o f Labor and
Industry.

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Hill County, Percentage Change,
3-Year Moving Average tin constant dollars!

Figure 4
Labor Income in Basic Industries,
Hill County, 1999 [percent of total]

Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce.
Source: Bureau o f Econom ic Analysis, U.S. Department o f Commerce.
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TOURISM AND RECREATION

Past and Future
Montanas Tourism and Recreation Economy
by Norma Polovitz Nickerson

A Nationwide Look

I

n this 27th Outlook Seminar series, we would be remiss
to not mention the 9/11 tragedy that hit the United
States. The loss o f lives, the econom ic downturn, and the
uncertainty o f many aspects o f our daily lives provide a
backdrop for these seminars. In trying to predict what the
future holds, we have used the past as our guide. There is no
past like this last year.
Nationwide, the travel industry took a big hit in 2001.
While the economy was already turning downward when the
events o f 9/11 took place, the psychological hit, especially for
the airlines, was and will continue to be felt. We can measure
jobs, spending, and trips, but measuring the psyche o f the
traveling public is difficult. According to the Travel Industry
Association o f America, 2001 will show a loss for the travel
industry (Table 1). U.S. travel expenditures are expected to
drop 7.6 percent in 2001 and travel-generated employment is
expected to be down 5.8 percent.
The travel industry is expected to rebound in 2002, but
still be below the levels seen in 2000. It is predicted that it
could take up to four years for the nationwide travel
industry to return to 2000 levels.

Table 1
Travel Industry A ssociation of Americas
Travel Forecast Summary
P ercen t C h ange
- from P rior Y ear--2000
200I f
2002f
2003f
U.S. Total Travel
Expenditures

7.0

-7.6

2.2

8.2

Total Travel-Generated
Employment

2.5

-5.8

-1.0

4.0

Total Domestic Person-Trips*

1.0

-3.5

03

2.8

Total International Visitors
toU.S.

4.9

-12.6

4.3

7.9

f= forecast
*One person on one trip 50 miles or more, one way, away from home,or
including an overnight.
Source: Travel Industry Association of America.

Table 2
Montana Nonresident Visitation

Full year

N um ber
o f V isitors
200I f
2000
9,477,000
9,465,000

January - August

A Montana Look

The preliminary overall picture o f travel in Montana for
2001 shows virtually n o change from 2000. W hen the final
numbers are in, 2001 will probably show a decline for
nonresident visitation to the state. The effects o f 9/11 on
Montana will most likely be less than those on the nation in
general (currently Montana shows a 0.1 percent change;
U.S. a -3.5 percent). As expected, September travel in
Montana showed an overall decline (-1.1 percent) with
most o f that decline coming from reduced air travel (-23
percent) (Table 2, Figures 1-3).
According to the ITRR random telephone survey o f 161
Montana travel-related businesses conducted in December
2001, the effects o f 9/11 are mixed. As seen in Table 3,
approximately half o f the respondents indicated that
business remained the same after 9/11. The other half said
that visitation was down after 9/11, but half o f those
respondents turned around and said that advance
reservations were up. Forty percent o f Montana’
s outfitters/
guides experienced cancellations after 9/11. With hunting
season providing a big part o f their income, this has hurt
many o f them. O n the flip side, the bulk o f the tourist
season was over by 9/11, thereby reducing the overall
impact.
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% Change
0.1%

7,133,000

7,168,000

0.5%

September

974,000

963,000

-1.1%

October

559,000

563,000

0.7%

f= forecast

Source: Institute for Tourism and Recreation Research, The University of
Montana-Missoula.

Table 3
Travel-Related Business* Changes Since 9/11
Result

In creased

43%

44%

13%

50%

37%

4%

51%

45%

49%

41%

26%

51%

23%

29%

45%

D ecreased
Visitation
Cancellations
Advance bookings

— o f 9/11 —

Stayed
Sam e

Yes

*includes hotel/motel, bed and breakfasts, attractions, outfitters,
campgrounds, resorts, museums, guest ranches, tours.
Source: Institute for Tourism and Recreation Research, The University of
Montana-Missoula.

No

TOURISM AND RECREATION
Figure 1
Nonresident Visitation to Montana, 1992-2001
In Montana, two activity measures used to describe travel Millions o f Visitors
behavior have traditionally been skier visits and
visits to Glacier and Yellowstone national parks. Skier
visits increased less than 1 percent in 2000-01 compared
to 1999-00 (Figure 4). In fact, Big Sky had their earliest
opening in history during fall 2000. While many ski areas
did not have prime snow conditions last year, the snow that
fell stayed. What is interesting about the skiing numbers is
that it appears more residents are skiing than in the past. A
recently published report by the Institute for Tourism &
Recreation Research on nonresident winter visitors actually
showed a decline in nonresident skiing from 1998 (20
percent) to 2001 (12 percent).
Visitation numbers for the national parks, especially
Yellowstone, and overall visitation to Montana appear to
Source: Institute for Tourism and Recreation Research, T h e University o f MontanaMissoula, ‘forecast
be positively correlated. W hen Yellowstone numbers are up,
so are overall numbers in Montana. W hen Yellowstone
Figure 2
numbers are down, the same is true for Montana
Montana Airport Deboardings, 1992-2001
nonresident numbers. Yellowstone is predicted to be down
nearly 3 percent for 2001 (Figure 5). We predict a decline in
state numbers; however at the time o f this writing, the
visitation numbers appear to be flat.
Glacier, on the other hand, has proven to be an
interesting case study. From an all-time high in visitation in
the early 1990s, Glacier visitation has steadily decreased
since 1994, with another 8 percent decline for 2001 (Figure
5). The decline this past year can be partly blamed on fires in
and near the park in late August and early September. This
does not provide a trend, however. Other variables appear to
be more predictive o f visitation decline. The aging o f Baby
Boomers, which makes for an older travel population, is less
interested in a “
backcountry”park with a mountain road
that is scary to drive. The increasingly larger sizes o f RVs and
the danger on the Going-to-the-Sun Road with wide
vehicles contributed to a park regulation forbidding RVs on
the road. This, too, could have added to the decrease in
visitation. Finally, the economy is not to be ignored. The
Figure 3
1990s were good years for the nation. This provided
Montana Deboardings by Airport, 9/00 vs. 9/01
discretionary income that could, and was, used on “
exotic”
Number o f Persons
trips. While Yellowstone may be the trip o f a lifetime for
D eboarded
some, Glacier has yet to hold that place in the heart of
people. Therefore, trips were taken elsewhere.
What do we see for 2002 Montana travel? Barring any
additional catastrophic events in the United States, we
predict Montana to defy the odds and actually perform
better than the national average. Why? First o f all, the
economy is slow. People cannot afford (or are nervous about)
traveling overseas. The nation expects more domestic travel
and Montana can expect to benefit from that phenomenon.
Second, according to respondents o f the ITRR random
telephone survey o f Montana travel businesses, only 10
percent expect a decrease in business, 33 percent expect
business to stay the same and 56 percent expect an increase
from 2001 to 2002. This increase is expected because 34
percent o f the businesses have an increase in reservations
and inquiries, 36 percent are doing more marketing, and 17
Source: Montana Airport Managers Association.
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percent have always seen a year-to-year increase and
expect the same this year. Third, the looming Lewis and
Clark bicentennial commemoration provides a reason to
expect more visitors. Fourth, Americans expect to travel
and Montana can be that special trip. As one
respondent in our nonresident survey wrote, “
Montana
has always been the dream trip for my husband, that’
s
why we came here.”With the current psyche o f
American travelers, Montana can fulfill that trip o f a
lifetime.

Montana’
s Travel and
Recreation Infrastructure

Infrastructure (supply) and visitation (demand) are
excellent indicators o f the future o f Montana’
s travel and
recreation industry. While a complete picture o f the supply
side o f an industry (one that is not really one industry but a
combination o f many industries) is difficult to obtain, we
have attempted to provide some o f the picture. Table 4 is a
snapshot o f the infrastructure related to travel and recre
ation offerings in the state.
This is an interesting way to look at the accommodation
capacity in Montana. With 58,325 commercial rooms or
campsites and 358,667 Montana households, Montana
could house 416,992 groups or 959,081 people (group size o f
2.3) on a given night. That means we only need about 10
nights o f full capacity to reach the total yearly visitation
numbers Montana has currently. O f course, that is assuming
every household opens their doors to friends and family to
spend the night. The point, however, is that while Montana
may seem “
full”at times, the bed capacity is large. In fact,

Figure 4
Total Montana Skier Visits
91/92 - 00/01

Source: USDA Forest Service, Big Sky Ski Resort. *forecast
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simply placing all visitors in commercial facilities (motels/
bed & breakfasts, campground), the visitors “
fill”Montana
for only 163 nights in a given year. In terms o f supply and
demand, it appears Montana has the accommodation supply.
It all boils down to when the demand occurs.
What is available to visitors upon arrival? According to the
Montana Travel Planner and the regional travel guides, the
businesses listed believe they are a part o f the travel industry
(with good sense). Accordingly, (Table 4) there are 521
guides/outfitters, 16 ski areas, 89 golf courses, 104 museums/
mansions/ missions, 75 tour guides, 22 cattle drives/wagon
trains, 181 annual special events, Amtrak, bus service and six
different commercial airlines for 15 airports. Add to that total
two national parks, one national monument, one national
battlefield, 43 state parks, nine national forests, 20 wildlife
refuges, 231 river fishing access sites and 76 lake fishing access
sites run by FWR 12 designated wilderness areas, and count
less other public land access areas. N ot shown in this list of
infrastructure is the condition o f each site. If private busi
nesses maintain the quality o f their facilities and public lands
are maintained for their beauty and recreation (that is why
people visit this state), then our infrastructure is ready to
invite people to visit. Generally speaking, Montana has two
types o f infrastructure— natural and manmade. The manmade
attractions and facilities could be found anywhere in the
United States. The continued success o f the tourism and
recreation economy in this state is dependent on the people of
Montana to support conservation o f our wildlands, rivers,
lakes, open areas, and wildlife. These items are the true
infrastructure o f Montana’
s tourism industry— all the others
are simply support services. □

Figure 5
National Park Visitation,
1992-2001

Source: National Park Service. ‘
forecast
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Sources

-

- TIA Travel Statistics & Trends. (2001)
www.tia.org/Travel/novforecastsummary.asp
- Nickerson, N. &. Dillon, T. (2001). Nonresident
Winter Visitor Profile. Research Report 2001-7.
Institute for Tourism and Recreation Research,
The University o f Montana-Missoula.
- Montana Department o f Transportation.
- Montana Airport Managers Association.
- Travel Montana.

U.S. Customs Service.
National Park Service.
USDA Forest Service.
Big Sky Ski area.
Montana Fish, Wildlife, and Parks.

Norma Polovitz Nickerson is director of The University of
Montana-Missoula Institute for Tourism and Recreation Re
search.

Table 4
Montana’
s Tourism and Recreation Infrastructure
L od gin g---C am p
grounds

Sites

B ed
Total

R ecrea
tional
G uides

D ow n 
hill
Skiing

G o lf

M ansions
M ission s
M useum s

T ours

W agon
Train &
Cattle Special
D rives Events

Facilities

R oom s

Billings

43

3,399

5

319

3,718

3

5

1

2

Remainder
Total

89

3,935

39

1,378

5,313

44

10

17

5

5

23

132

7,334

44

1,697

9,031

47

15

18

7

5

39

Kalispell

32

2,719

7

563

3,282

10

0

4

2

2

1

0

Missoula

46

2,522

9

577

3,099

14

2

5

10

6,925

169

5,977

12,902

101

5

12

4
18

0

332

4
20

2

11

410

12,166

185

7,117

19,283

125

7

28

19

24

3

21

Butte

16

1,231

5

245

1,476

2

1.

2

7

3

0

6

Helena

26

14
136

717
3,103

1,834

11

1

3

6

2

0

7

155

1,117
1,232

4,335

1

8

18

6

3

197

3,580

155

4,065

7,645

108
121

3

13

28

11

3

17
30

52

938

30

558

1,296

22

7

5

2

4

24

Great Falls

35

1,702

3

320

2,022

10

1

2

0

4

12

436

4

262

698

1

1

3
1

3

Havre

3

1

2
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Lewistown

12

329

3

82

0

2

0

0

0

82

822

949

9

11

7
15

1,613

3

15

17

7
10

2

3,289

44
60

1

141

51
61

411
1,771
4,902

5

Remainder
Total

3

49

24
122

2

4

3

9

1

2

1

14

12

3

16

146

3
16

7
11

17

21

89

104

75

4
22

181

Custer
16

Glacier

Remainder
Total
Gold West

Remainder
Total
Missouri River
Total
Russell

Yellowstone
Bozeman
Remainder
Total
Grand Total

58

1,595

13

492

2,087

253

4,460

85

3,268

311

6,055
33,362

98

3,760

7,728
9,815

573

18,810

45,972

1,243

521
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Families, Kids, and the Workforce
by Stephen F. Seninger

Human Capital

H

uman capital— the education, work experience,
training, and health o f the state’
s population— is as
important to Montana’
s economy as public capital and
energy in producing output and getting it to markets. Higher
levels o f human capital increase the earning power of
workers and, ultimately, the well-being o f Montana families.
Despite the important role that human capital plays in the
economy, there is little data on the subject. In an attempt to
fill this void, the Bureau has started collecting data on the
well-being o f Montana families and kids as part o f the Annie
E. Casey Foundation’
s KIDS C O U N T project. Traditionally,
the Bureau has monitored and analyzed Montana’
s economy
and its major industries. While the KIDS C O U N T project is
somewhat o f a new direction for the Bureau, these indicators
provide another important measure o f the state’
s econom ic
performance.
Some o f Montana’
s indicators o f family well-being show
progress over the past decade, while other measures show a
lack o f improvement.
For example, since 1990 Montana’
s infant mortality rate
has fallen from 9.0 to 7.4 infant deaths per 1,000 live births,
an improvement that puts our state 28th among the 50 states.
Our child death rate also has dropped over the same period, as
has the birthrate to teen moms 15 to 17 years o f age. Montana
kids and families continue to face economic hardship, though.
There has been virtually no improvement over the past
decade in these areas:
• 31 percent o f Montana kids under the age o f 18—
75,000 kids— five.in working-poor families where at least
one parent, and sometimes both, work full time all year
earning an income that is slightly above the poverty level,
compared to 23 percent for the nation.

Figure 1
Human Capital off Kids, Families,
and the W orkforce
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• 18 percent o f Montana kids under the age o f 18 are
without public or private health insurance, compared to 15
percent for the nation.

Parenting, Education,
Health Care

Economic opportunity dimensions o f family human
capital— parenting, education, and health care— are shown
in Figure 1. Parenting in early childhood is critical to mental
and physical development between ages 1 and 5. Education
and training are directly related to the skill and ability level
o f younger and older workers and may offer families betterquality jobs and higher pay levels. Healthy workers who have
adequate access to medical care help maintain a healthy
economy.
The health dimension o f family human capital is espe
cially important to track since access to health care is a
serious problem for parents and kids in low-income families
where one or both parents work. Official measures o f health
insurance coverage include Montana kids who are covered
by both private and public health insurance, including
Medicaid. A n estimated 18 percent o f Montana kids d o not
have health insurance coverage, a rate higher than the
national average o f 15 percent.
The roughly 42,000 kids and teenagers under age 18
without health care coverage d o not have access to private
insurance or public health-care programs, including the
Medicaid program for low-income families and Montana
Children’
s Health Insurance Program (CHIP) for Montana
kids from families who are not eligible for Medicaid.
Part o f Montana’
s health access problem can be attrib
uted to the large number o f low-wage jobs that either d o not
offer health insurance or require a significant co-pay. Health
insurance through employment may not be economically
feasible as shown in Figure 2.
Offering health insurance on the job is a direct function
o f the wage level (Figure 2). Health insurance premiums are
usually higher for those in low-wage jobs, making private
health insurance unaffordable for those workers.
The Bureau’
s KIDS C O U N T database provides regional
comparisons on different aspects o f family and child well
being. Health insurance and access to health care, medical
care during pregnancy, school dropout rates, and jobless rates
are four measures that offer a first approximation to family
human capital levels in Montana communities (Table 1).
Health-care access is reflected in the percent o f kids in a
county who rely on the Medicaid low-income health
programs. Higher percentages o f kids receiving benefits from

FAMILIES
Figure 2
Health Insurance, Employment, and Wages, United States

Source: Kaiser Commission on Medicaid and the Uninsured
Center for Study of Health System Change.

Medicaid programs, which are subject to budget cuts, reflect
uncertain access to health care. Early parenting and infant
health can be represented by the percent o f infants b om to
mothers who did not receive prenatal care during the first
trimester o f pregnancy. Education is represented by the
county dropout rate for public schools and economic
opportunity is measured by the county’
s overall unemploy
ment rate.
The percentages in Table 1 reflect gaps in human capital.
Larger values represent fewer employment opportunities, a
higher reliance on Medicaid, more school dropouts, and fewer
infants whose mothers received prenatal care. Some o f the
more noticeable gaps in health care and prenatal care show up
significandy in Flathead County and Hill County. High
dropout and unemployment rates in Flathead County also
contribute to the high gap in that county. Hill County’
s gap is
due primarily to health-care access and prenatal care. Gallatin
and Lewis and Clark counties have the lowest cumulative
scores. A high proportion of expectant mothers in those two
counties receive prenatal care during their first trimester of
pregnancy and a smaller proportion of kids depend on
Medicaid for health care.
Montana’
s family support programs are designed to help
working parents move to either full-time or higher-wage jobs.
Child care programs for kids o f all ages facilitate full-time
participation in the labor market and offer benefits to parents
and employers alike.
Studies show that there is a relationship between the
availability of childcare and higher rates of absenteeism and
job turnover. Working parents miss some part o f a workday
on the average about three times per year because of
childcare-related absences. Some employers have found that
part of high turnover costs per worker ($2,000 to $4,000) can
be attributed to a lack o f childcare. In labor-short occupations
within healthcare, the availability o f childcare affects the
ability of hospitals, nursing homes, and clinics to recruit and
retain female workers.

Table 1
Indicators o f Family Human Capital for Montana Counties
(Percent)
Mothers
Without
Gaps—
Prenatal
K ids
Care— 1st School Unemploy Percentage
using
ment
Score
M edicaid Trimester Dropouts

Cascade
Fergus
Flathead
Gallatin
Hill
Lewis and Clark
Missoula
Silver Bow
Yellowstone

10
8
9
5
17
8
9
13
10

14
20
18
13
27
12
13
20
19

2.5
3.3
7.7
3.2
3.5
4.1
5.5
2.0
4.4

4.2
6.7
7.7
3.3
4.1
3.9
3.7
5.0
3.4

33.7
38.0
42.4
24.5
51.6
28.0
31.5
40.0
36.8

Montana

10

18

4.0

4.5

36.5

Sources: Montana KIDS COUNT data, Bureau of Business and Economic Research,
The University of Montana-Missoula.

The demographics o f Montana’
s workforce argue for a
greater emphasis on family support programs such as childcare.
In the very near future, 85 percent of the workforce will consist
o f working parents. Nationally, 75 percent o f women who have
school-age children are employed, and 65 percent of mothers
with children less than 6 years of age are in the workforce. In
Montana’
s elementary schools, over 52 percent of the students
have parents who work outside the home.Q

Sources

- www.kidscount.org
- www.bber.umt.edu/KidsCountMT
Stephen F. Seninger is director of economic analysis at The
University of Montana-Missoula Bureau of Business and
Economic Research.
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Agricultural Forecast
by Kevin M cNew

Wheat Outlook

M

ontana wheat prices inched higher in 2001
although they remained low by historical standards. Unfortunately, slightly higher prices were not enough
to offset the devastating impacts o f widespread drought.
Montana’
s 2001 wheat crop was nearly 30 percent smaller
than the 2000 crop, and it was the lowest crop output since
1988.
U.S. wheat production was also lower for the year as
drought in western and southern plains states reduced yields
and harvested acres. In 2001, total wheat production was
nearly 13 percent lower than the 2000 crop, also the
smallest crop since 1988.
With such a dramatic drop in production, many had
expected wheat prices to be significantly higher than what
was observed for 2001. A weak export environment for U.S.
wheat was the primary contributing factor to lower-thanexpected wheat prices for much o f the year. U.S. wheat
exports for 2001 were the lowest in nearly 15 years. The
slump in U.S. exports was largely a result o f significantly
higher production in the former Soviet Union countries.
Between 2000 and 2001, wheat output from these countries
increased nearly 50 percent while their export volume
doubled in this same time period.

Figure 1
Montana Wheat Prices and
U.S. Wheat Ending Stocks,
1991-2002

Source: Montana Agricultural Statistics Service and USDAWAOB, 1991-2001.
*The 2002 year is a forecast by the author.
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In 2002, wheat prices are likely to be at— or only slightly
higher than— 2001 levels, which should keep wheat
production in check. Furthermore, poor crop conditions in
the southern plains states this fall and winter have left the
winter wheat crop vulnerable to sub-par yields. As a result,
U.S. wheat production will likely be similar in size to the
small crop o f 2001.
O n the export front, several factors are evolving that
could bring better export business for U.S. wheat. Most
prominent is the entry o f China into the World Trade
Organization (WTO). This situation helps U.S. grain
markets on two fronts. First, China will no longer be able to
provide high-price subsidies to its farmers, a practice it has
encouraged since production shortfalls in 1996 when grain
prices spiked around the world. Second, as part o f its trade
agreement, China will have to lower import tariffs and
reduce its export subsidies, setting the stage for better
access from U.S. grain markets and less competition from
China in world markets. Although the impacts o f China’
s
W T O entry may take time to unfold, it is clear that U.S.
grain trade (especially wheat) should benefit from this
development.
A second international factor that has developed is
political turmoil in Argentina, a country with significant

Figure 2
Montana Steer and Heifer Cattle Prices,
1980-2002

Source: Montana Agricultural Statistics Service, 1998-2001.
*The 2002 year is a forecast by the author.
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wheat production and exports. The destabilization o f this
country’
s economy has led to at least a temporary discon'
tinuation o f wheat exports. While it is unclear how this
development will unfold, there is the potential for the
United States to gain access to other wheat markets,
especially Brazil, if the problem persists for some time.
Overall, U.S. wheat prices should continue to recover in
2002 on the basis o f better exports and steady production.

Cattle Outlook

By all indications, 2001 was going to be a banner year in
the cattle market, with prices expected to reach record'high
levels on the basis o f strong demand and tight supplies.
Although prices did remain strong for much o f the year,
deteriorating economic conditions and the added uncertainty
resulting from the terrorist attacks on the United States,
created concerns about domestic and international beef
demand.
In Montana, 2001 steer and heifer prices were record
highs, surpassing the last record in 2000 by nearly 3 percent.
Even so, the prolonged drought took its toll on forage
availability and pasture conditions, leaving many Montana
ranchers faced with high feed costs or liquidation o f cattle
inventories.
This past year’
s drought conditions in Montana, as well as
in other western and southern plains states, have had
important short'run impacts on the cattle market, forcing
many livestock producers to liquidate inventories and place
retention heifers into feedlots. The long-run impacts are
positive because they mean a continued decline in future
cattle inventory numbers. The short-run result, however, was
to increase beef supplies hitting the market, the full brunt of
which was felt in the fourth quarter o f 2001.
As this burdensome beef supply was coming to market,
economic conditions domestically and internationally began
to unravel, and the prospects for strong beef demand seemed
dim.
In 2002, cattle markets should continue to remain
volatile, but the outlook is promising. O n a national basis,
U.S. cow-calf operations have not begun the process of
holding back heifers for their breeding herds. If normal
weather materializes next year, the process o f holding back
heifers will begin with 2002-bom calves. High-fed cattle
prices next year will not necessarily translate into cattle
feeding profits due to cyclically high feeder cattle prices. If
feeder cattle prices moderate some this fall, the best chances
for profits may be for closeouts in March-June. Cow-calf
producer profits are forecast to continue to increase in 2002
and 2003.

U.S. beef demand is the major uncertainty for 2002.
Income growth has been behind most o f the year-to-year
increase in U.S. consumer beef demand in recent years. Both
fiscal and monetary policies are now being used to stimulate
the economy. A key for beef and cattle markets will be when
the U.S. economy starts to grow again.
A significant shortfall in U.S. com production remains a
major longer-term risk for U.S. livestock and poultry produc
ers. Due to low prices in recent years, U.S. com acreage
planted in 2001 was the lowest since 1995. Although com
and feed prices are expected to remain low by historical
standards, the risk remains for higher prices if acreage or yields
turn lower in 2002. An increase in com prices by 10 cents per
bushel from a year earlier will tend to decrease 500- to 600pound steer calf prices by $1 per hundred weight (Figure 2).
Besides feedstuff uncertainty, other factors will influence
cattle prices. Both U.S. pork and poultry production will likely
be record-large for the next two years. O n a per capita basis,
U.S. total meat and poultry consumption declined (two to
three pounds) in 2001, but will likely increase about one
pound per person in 2002. Overall, declining U.S. beef
consumption during the next two years will be offset by more
pork and poultry.
U.S. beef exports in 2002 are expected to remain on the
defensive. In fact, modest year-to-year declines are forecast for
U.S. beef exports in 2002 and 2003. The preliminary forecast
for U.S. beef exports in 2003 is just over 1.9 billion pounds
(carcass weight basis). That would be the lowest U.S. beef
export since 1996. U.S. imports o f beef from Canada may
increase if Asian demand for beef continues to moderate.
Even though beef production will likely decline, fedcattle prices in the first quarter o f 2002 may be below 2001
(down 3 to 5 percent). Fed-cattle prices in early 2001 were
bolstered by harsh winter conditions in feedlots. Further,
lower beef demand and by-product values are expected to
contribute to first quarter 2002 prices that will be below
2001. But, fed-cattle prices are forecast to average above the
2001 level during the last three quarters o f 2002. Year-toyear increases in fed-cattle prices could be 5 to 10 percent in
the second half o f 2002 if, as currently forecast, the U.S.
economy climbs out o f recession. For the year, fed-cattle
prices are forecast to average in the upper $70 per cwt., 3 to
4 percent above 2001 prices.Q

Kevin McNew is an associate professor and extension marketing specialist in the Department of Agricultural Economics and
Economics at Montana State University in Bozeman, Montana.
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Manufacturing in Montana
by Charles E. Keegan III, Robert Campbell, and Todd A. Morgan

A

fter a decade o f nearly continuous growth,
2000 (Figure 1); sales value o f manufactured products was
Montana’
s manufacturing industries showed
down by more than $500 million.
significant declines in employment, sales, and productionDespite
in
declines in 2001, Montana’
s manufacturing sector:
2001 due to the national and global econom ic recession
• employed 28,000 workers earning over $850 million in
worsened by the Sept. 11 terrorist attacks. High energy costs
annual labor income (Figure 2),
early in the year were also a major setback for many sectors.
• produced approximately $4.5 billion in output
These declines are the most substantial since the severe
annually,
recession o f the early 1980s and are counter to the past
• accounted for 20-25 percent o f Montana’
s economic
decade’
s trend o f increases in manufacturing activity.
base.
Employment in 2001 was down by about 1,000 workers from

Figure 1
Montana Manufacturing Employment

Table 1
Employment in Montana’
s
Manufacturing Sectors,
1991 and 2001

— Number of Workers —
1991

Sources: Bureau of Business and Economic Research, The University of
Montana-Missoula; Bureau o f Economic Analysis, U.S. Department of
Commerce.

28

M ontana Business Quarterly/Spring 2002

2001

Wood, Paper & Furniture
Miscellaneous Manufacturing*
Machinery, Equip. & Instru.
Printing & Publishing
Food and Kindred Products
Chemicals & Allied Products,
Stone, Clay, Glass
Primary Metals
Petroleum & Coal Products

10,804
3373
1,875
3,223
2,591

42%
13%
7%
13%
10%

10,159
4,377
3,920
3,549
2,748

36%
15%
14%
12%
10%

1,824
1,109
802

7%
4%
3%

1,934
824
963

7%
3%
3%

TOTAL

25,601

100%

28,474

100%

*Miscellaneous Manufacturing includes mosdy light manufacturing,
such as sporting goods, musical instruments, games and toys, and
jewelry.

MANUFACTURING

Figure 2
Labor Income in Montana Manufacturing
Industries, 1991-2001

Table 2
Labor Income in Montana’
s
Manufacturing Sectors,
1991 and 2001
----- M illion 2000 Dollars---1991_____
2001_____
Wood, Paper & Furniture
$382
Miscellaneous Manufacturing*
68
Machinery, Equip. & Instru.
52
Printing & Publishing
73
Food and Kindred Products
75
Chemicals & Allied Products,
Stone, Clay, Glass
64
Primary Metals
65
Petroleum & Coal Products
50
TOTAL

Sources: Bureau of Business and Economic Research, The University of
Montana'Missoula; Bureau of Economic Analysis, U.S. Department of
Commerce.

In contrast to the national declines in manufacturing
employment, Montana’
s manufacturing employment has
increased by 11 percent over the past decade— until this
past year when it declined by 3 percent. The Montana
declines were slightly less than the nation as a whole, which
was down by 4 to 5 percent (U.S. Department o f Labor).
Particularly hard hit were the primary metals and wood
and paper products sectors, which contain some o f the
largest and most energy-intensive plants in the state. These
sectors experienced low product prices in addition to high
electricity costs early in the year. N o sector showed signifi
cant growth, and even the state’
s fastest-growing sector over
the last decade— machinery, equipment, and instruments,
which includes much o f the state’s high-tech manufactur
ing— appears to have declined in 2001.
While some aspects o f operating conditions have
improved (electricity costs are down substantially from
peaks in late 2000 and early 2001), we anticipate that the
first quarter o f 2002 will see additional declines in manufac
turing payrolls. The U.S. economy is projected to improve
sometime in 2002, offering better market conditions.
However, many major producers indicated that a dramatic
improvement in their operations would depend on a
recovery in national and global economic conditions
because they sell globally-traded commodity products such
as metals, lumber, and paper, or because they rely on specific
overseas markets for a portion o f their sales. Also, the
weakness o f worldwide currencies relative to the U.S. dollar
makes it difficult for Montana producers to compete
worldwide. □

829

46%
8%
6%
9%
9%

$340
89
104
81
76

39%
10%
12%
9%
9%

8%
8%
6%

68
45
60

8%
5%
7%

100%

864

100%

•Miscellaneous Manufacturing includes mostly light manufacturing,
such as sporting goods, musical instruments, games and toys, and
jewelry.

Table 3
Manufacturing Labor Income Among
Montana Counties, 1999
1999 M anufacturing
L abor In com e
(M illions o f 2000 Dollars)

P ercent o f State’
s
M anufacturing
Labor In com e

169
148
143
103
47
44
44
40
36
27
16
16
12
10
10
10
72

18%
16%
15%
11%
5%
5%
5%
4%
4%
2%
2%
2%
1%
1%
1%
1%
8%

945

100%

Flathead
Yellowstone
Missoula
Gallatin
Lincoln
Ravalli
Cascade
Lewis and Clark
Lake
Silver Bow
Powell
Park
Richland
Sanders
Broadwater
Stillwater
Remaining 40 Counties
State Total

Sources: Bureau of Business and Economic Research, The University
of Montana-Missoula; Bureau of Economic Analysis, U.S. Department
of Commerce.

Charles E. Keegan III is director of forest industry research at
The University of Montana-Missoula Bureau of Business and
Economic Research; Robert Campbell is director of UM’
s
Montana Business Connections; Todd A. Morgan is a Bureau
research forester.
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FOREST PRODUCTS

Montana’
s Forest Products Industry
Current Conditions and Forecast, 2002
by Charles E. Keegan III, Todd A. Morgan,
Steven R. Shook, Francis G. Wagner, Keith A. Blatner

Figure 1
Nationwide Com posite Lumber Prices
Monthly, 1990-2001

Operating Conditions

A

Source: Random Lengths Publications.

Figure 2
Montana Forest Industry Employment,
1945-2001

fter dealing with low prices, wildfires, and
skyrocketing energy costs in 2000, operating
conditions for Montana’
s wood products industry actually
worsened in 2001. Virtually all segments o f the industry
experienced lower product prices, with lumber continuing
its extreme volatility. The year 2001 began with the lowest
lumber prices since 1992. Prices spiked in May, but dropped
again throughout the latter half o f 2001, reaching levels
close to January 2000 lows (Figure 1). The national and
global econom ic recession exacerbated by the Sept. 11
terrorist attacks, the expiration o f the Canadian softwood
lumber agreement, a high-valued U.S. dollar, continued
low federal harvests, and high energy costs early in the
year contributed to declines in production, sales, and
employment.
Am ong the positive factors for the industry have been
the declines in energy costs and mortgage rates during 2001.
Lower electricity, oil, and gasoline prices in the last half o f
the year have reduced milling and logging operating costs.
Low mortgage rates have kept building activity in the United
States at relatively high levels despite the recession and low
consumer confidence. However, poor econom ic conditions
through much o f the world, a highly valued U.S. dollar, and
the expiration o f the Canadian softwood lumber agreement
have made the U.S. the major target market for softwood
lumber producers worldwide. This has led to low lumber
prices, a decline in production throughout the United
States, and an increase in lumber imports from other
countries, Canada in particular.

2001 Sales, Employment,
Production

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce; Bureau of
Business and Economic Research, The University of Montana-Missoula.
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All major segments showed declines in sales,
employment, and production in 2001. Estimated total sales
value o f Montana’
s primary wood and paper products in
2001 was $964 million, down about 10 percent from the
approximately $1.07 billion in 2000 (Figure 4). Production
curtailments occurred at the majority o f the state’
s major
wood processing plants, with estimated forest industry

FOREST PRODUCTS

employment at 10,200 in 2001— a decrease o f about 400
workers from 2000 (Figure 2). Montana’
s estimated lumber
production was just under 1.1 billion board feet in 2001,
down 8 percent from about 1.2 billion board feet in 2000
(Figure 3). Plywood production fell 6 percent, from 581
million square feet in 2000 to 547 million square feet in
2001. Even the rapidly-growing log home industry
experienced its first decline in over 10 years, with a number
o f the state’
s largest firms reporting lower production and
sales. In late 2000, Smurfit-Stone Container Corporation’
s
linerboard plant— the state’
s largest wood-using facility—
announced it would shut down two o f its three paper
machines because o f high electricity costs and low paper
prices. With lower electricity costs, the second machine was
brought back on line late in 2001, but production remains
curtailed by about 25 percent, and employment is down by
20 percent.

Figure 3
Montana Lumber and Plywood Production,
1945-2001

Outlook
The outlook for 2002 indicates limited improvement.
The U.S. economy appears to be in recovery in the first
quarter of 2002, but nationwide consumption o f wood
products is not expected to increase substantially.
Worldwide economic conditions are expected to remain
weak. Most of the major processors do expect overall
operating conditions to be the same as, or better than, 2001.
However, several o f the state’
s largest mills believe
conditions will worsen in 2002, and the optimism o f a
number of others appears more reflective o f improvement in
areas like energy and raw material costs rather than
expectations that 2002 will bring dramatically higher prices.

Source: American Plywood Association; Bureau of Business and Economic
Research, The University of Montana-Missoula; Western Wood Products
Association.
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Figure 4
Sales Value off Montana’
s
Wood and Paper Products,
1945-2001

Source: American Plywood Association; Bureau of Business and Economic
Research, The University o f Montana-Missoula; Western Wood Products
Association.

The success o f the campaign against terrorism, the timing of
global econom ic recovery, and the resolution o f the
Canadian softwood lumber dispute are other issues that
make for an uncertain outlook for 2002. Because o f a
decade-long decrease in federal timber harvest (Figures 5
and 6), timber availability remains a major issue for
Montana’
s forest products industry even as wood products
markets improve in the longer-term. Salvaged timber from
areas burned in 2000 and 2001 could increase the volume o f
available timber. Recent work done by University o f
Montana researchers indicates that millions o f acres o f
timberland in the state are in need o f ecosystem and fire
hazard treatment and could provide— as a profitable by
product— a sustainable flow o f timber considerably above
current harvest levels.□
Charles E. Keegan III is director of forest industry research at
The University of Montana-Missoula Bureau of Business and
Economic Research; Todd A. Morgan is a research forester at the
Bureau; Steven R. Shook is assistant professor of forest products
marketing at the University of Idaho, Moscow; Francis G.
Wagner is professor of forest products at the University of Idaho,
Moscow; Keith A. Blatner is a professor in the Department of
Natural Resource Sciences at Washington State University,
Pullman. The annual analysis of Montana’
s forest products
industry is part of an ongoing cooperative research project among
the three institutions.
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Figure 5
Montana National Forest Timber
Cut and Sold Volumes, 1989-2001

Source: USDA Forest Service Region One, Missoula, Montana.

Figure 6
Montana Timber Harvested by Ownership,
1945-2001

Source: Bureau o f Business and Economic Research, The University of
Montana-Missoula; USDA Forest Service Region One, Missoula,
Montana.
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